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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

ARCO Products Company, Mobil Oil )
Corporation, Texaco Refining and Marketing, )
Inc., and Equilon Enterprises, LLC, ) C. 97-04-025
Complainants, )
VS. )
Santa Fe Pacific Pipeline, L.P., )
Defendant. )
)
)
And Related Matters. ) C. 00-04-013
) A. 00-03-044
) A. 03-02-027
) A. 04-11-017
) A. 06-01-015
) A. 06-08-028
) C. 06-12-031
)

CONCURRENT REPLY BRIEF OF SFPP, L.P.

In accordance with the procedural schedule established by the presiding
administrative law judge (“ALJ”), SFPP, L.P. (“SFPP”) hereby respectfully submits its
Concurrent Reply Brief in A. 03-02s-027, responding to the initial briefs of (i) BP West Coast
Products LLC and ExxonMobil Oil Corporation (herein together referred to as “Indicated
Shippers”); (i1) Tesoro Refining and Marketing Company (“Tesoro”); and (iii) ConocoPhillips
Company, Chevron Products Company, Ultramar Inc. and Valero Marketing and Supply

Company (herein jointly referred to as “CCUV”).!

' By e-mail dated April 9, 2007, ALJ Long extended the date for filing of opening and reply briefs in
these consolidated proceedings from April 16, 2007 to April 26, 2007 and from May 7, 2007 to May 17,
2007, respectively.



I INTRODUCTION

Of the opening briefs filed by the various shipper groups, only the submittal of
CCUV substantively addresses matters that are actually before the Commission and relevant to
its consideration of A. 03-02-027. The opening briefs filed respectively by Indicated Shippers
and Tesoro require limited response given that the majority of their various points and arguments
are either superfluous or quite clearly beyond the scope of the subject proceeding or both.

There is only issue raised by Indicated Shippers that is arguably relevant: the
propriety of relying on a proxy group comprised of Master Limited Partnerships (“MLPs”) in
developing the return on equity component of SFPP’s Test Year (“TY”") 2003 cost-of-service
showing. As described more fully below, Indicated Shippers’ witness himself relied upon MLPs
as the appropriate proxy group for developing a recommended return on equity for SFPP. Now
comes counsel for Indicated Shippers, in direct repudiation of the approach sponsored by its own
witness, attempting to resurrect an argument, first raised post-hearing, that MLPs should be
excluded from the proxy group used to determine an appropriate return on equity for SFPP.
Indicated Shippers, however, can cite no relevant basis in the record for establishing SFPP’s
recommended return on equity without reference to the MLP proxy group given that both
showings of SFPP and Indicated Shippers base their respective return on equity recommendation
on an analysis of a proxy group of publicly-traded entities that includes MLPs.* Consequently,
counsel’s arguments in this regard, while suffering from vagueness and lack of merit in their own

right, also conflict with all evidence of record, including testimony sponsored by Indicated

2 CCUV Initial Brief at 42.



Shippers, and should be given no consideration.

The remaining matters discussed in Indicated Shippers’ opening brief require no
response. Indicated Shippers readily acknowledge that their so-called “additional issues to be
raised ...in cost-of-service cases after 2003,” including related discussions of “capital structure”
and “ADIT,” have nothing to do with the pending proceeding and can be ignored.3 SFPP is in
full agreement with Indicated Shippers in this regard.

Tesoro is even less successful than Indicated Shippers in presenting relevant
arguments for the Commission’s consideration in A. 03-02-027. While contending that SFPP’s
electricity surcharge is unreasonable, Tesoro cites no relevant evidence of record in A. 03-02-
027 but instead relies improperly upon extra-record information, in the form of an unexamined
affidavit submitted in Tesoro’s pending complaint case, C. 06-12-031, as a putative basis for
adjusting SFPP’s TY 2003 cost of service. Its argument that all of the rates collected by SFPP
since issuance of Resolution O-0043, and not just the electricity surcharges, are at issue merely
because the surcharge is part of SFPP’s overall rates is as illogical as it is specious and directly
conflicts with the express directive of Resolution O-0043. Tesoro’s attempt to equate SFPP’s
electricity surcharges with SFPP’s overall rates is unreasonable on its face.

It is equally irrational for Tesoro to contend, without elaboration, that SFPP’s
rates are unjust and unreasonable because they do not reflect actual costs. The Commission does
not evaluate the reasonableness of utility rates based upon actual, i.e. historical or recorded,

costs. As Tesoro itself acknowledges, the Commission uses “projections of future costs — a

future test year” — to evaluate whether the revenue to be collected from customers under

? Indicated Shippers’ Initial Brief at 5.



proposed rates would cover the utility’s costs.* No further consideration need be given to
Tesoro’s curious but false misapprehension about the relevance of actual costs in evaluating the
reasonableness of SFPP’s rates.

The remainder of Tesoro’s initial briefing is devoted to matters relating to C. 06-
12-031, including responses to affirmative defenses raised by SFPP in its answer to the
complaint. The irrelevance of such arguments to the matters at issue in the subject proceeding is
quite apparent and establishes that no response is required.

Turning to the initial submittal of CCUV, SFPP will show, in more specific detail
below, that CCUV’s brief reflects the following deficiencies: (1) it misapprehends the scope of
the subject proceeding in arguing that all of SFPP’s rates collected since October 24, 2002 are
subject to refund; (2) its challenge to the reasonableness SFPP’s electricity surcharge elevates
form over substance and cites no evidence suggesting that SFPP did not experience increased
power costs consistent with the increases forecasted in Advice Letter 14; (3) in arguing that only
project costs incurred in calendar year 2003 are includable in Test Year (“TY”’) 2003, it
contradicts well-settled principles of test year ratemaking endorsed by the California Supreme
court; (4) in recommending no tax allowance for SFPP, it mistakenly relies on an inapposite
court decision, ignores policy statements of both the Commission and FERC which support a tax
allowance, and unlawfully seeks retroactive applicability of its proposed change in tax allowance
policy; (5) in recommending Commission adoption of various components of SFPP’s TY 2003
cost of service, it relies improperly and extensively upon information that is either outside the
record in A. 03-02-027 or irrelevant; and (6) it cites not one thread of evidence warranting the

establishment of cost-based rates for Watson Station and Sepulveda.

* Tesoro Initial Brief at 9.



II. SFPP REPLY ARGUMENTS

A. SFPP RESPONSE TO ARGUMENTS OF INDICATED SHIPPERS

Indicated Shippers tilt at imaginary windmills when they anticipate argument by
SFPP in the subject proceeding that the Test Year 2003 cost-of-service case should be discarded
and that its pending request in A. 00-03-044 for market-based rates should be approved. SFPP
recognizes that TY 2003 cost-of-service is the principal basis established by the Commission for
evaluating the reasonableness of electricity surcharge revenues collected since October 24, 2002
and for establishing a basis for setting SFPP’s rates on a forward-going basis. However, to the
extent there is any issue regarding the reasonableness of the individual rates charged for services
related to SFPP’s Watson Station and Sepulveda facilities (remaining once the Commission has
evaluated SFPP’s TY 2003 cost of service), market-based factors are entirely relevant to, if not
dispositive of, the Commission’s determination of reasonable rates for such services.

As for the one argument of Indicated Shippers that is arguably relevant to the
subject proceedings, there is no reason for the Commission to exclude MLPs from the proxy
group used to determine an appropriate TY 2003 return on equity for SFPP, much less any
record evidence upon which the Commission could adopt a recommended return on equity based
upon consideration of a proxy group that does not include MLPs.

Indicated Shippers sponsored testimony recommending a return on equity based
upon an analysis of the same five proxy entities, all of which are oil pipeline MLPs, that were
relied upon by SFPP’s witness in formulating his recommended return on equity.” Thus, all of
the evidence of record regarding recommended return on equity reflects use of a proxy group

that includes MLPs. Indicated Shippers, now at odds with their CCUV colleagues, are “adamant

> CCUV Initial Brief at 43.



that the MLPs should be excluded from the proxy group.”6 There is, however, neither a record
upon which to do as Indicated Shippers ask nor any intelligible argument why such a course of
action is warranted.

Indicated Shippers challenge inclusion of MLPs in the proxy group based upon
the apparent significance of an initial distinction between dividends paid by corporations and
cash distributions paid by MLPs to their investors followed by an esoteric, albeit misplaced,
effort to further differentiate dividends from distributions as a return on equity rather than a
return of equity. Indicated Shippers raise a theoretical and obscure objection to inclusion of
MLPs in the proxy group for evaluating return on equity, yet they present no viable alternative to
evaluating the cost of equity for the MLP, KMEP, which owns and provides required capital to
SFPP. In that regard, while liberally citing to FERC decisions as putative support for Indicated
Shippers’ efforts to make much of the distinction between “return on” and “return of” equity, the
Indicated Shippers ignore the following FERC determination regarding use of MLPs in deriving
a rate of return on equity:

there is no practical alternative to treating distributions as the

equivalent of dividends and using distributions in the conventional

discounted case flow (DCF) formula...the distributions are what

investors use to determine the capitalized value of the publicly
traded limited partnership interests.”

Indicated Shippers’ objection to the inclusion of MLPs in the proxy group used to
evaluate the appropriate return on equity for SFPP is without support or merit. There is no return
on equity recommendation of record that is relevant to SFPP’s pipeline operations that does not

rely upon a proxy group including MLPs. Nor have Indicated Shippers provided any alternative

% Indicated Shippers’ Initial Brief at 3.
7 SFPP, L.P., 113 FERC { 61,277 at P 77 n. 104 (2005).



for evaluating return on equity for SFPP without reference to a proxy group comprised of MLPs.
B. SFPP RESPONSE TO ARGUMENTS OF CCUV

6)) Scope of the Proceeding

While improperly asking the presiding ALJ and Commission to revise the
electricity surcharge refund date established in Resolution O-0043, CCUV nevertheless do
acknowledge that the appropriate refund period pertaining to electricity surcharges dates from
October 24, 2002.® CCUV, however, misreads Resolution 0-0043 and ignores the Scoping
Memo in this proceeding when it asserts that it is SFPP’s total rates as of October 24, 2002 that
are at issue and subject to refund.’ Tt is only revenues related to the electricity surcharge and
potentially revenues related to the Watson Station and Sepulveda charges that are at issue in the
subject proceeding.

Resolution O-0043 expressly addresses the electricity surcharges established in
conjunction with SFPP’s filing of its Advice Letter No. 14, stating that “[w]e will limit the issue
here to SFPP’s request in AL 14.°'9 Tt also addresses, albeit somewhat indirectly, the rates
charged for Watson Station and Sepulveda. While the resolution does require the submission of
a cost-of-service analysis of Watson Station and Sepulveda, it just as clearly establishes that the
cost-of-service analysis will not resolve the issue of whether there is a need for a separate charge
for Watson Station and Sepulveda, much less whether such rate should be based upon cost of

service or market considerations — all of which issues are to be considered in a pending

® CCUV Initial Brief at 6.

 CCUV also misreads Resolution 0-0043 and the Scoping Memo when it asserts that “the analysis of
SFPP’s rates was to be based on a 2002 and estimated 2003 revenue requirement...” (CCUV Initial Brief
at4). As quite clearly expressed in the Scoping Memo, it is a forecasted 2003 revenue requirement, and
not a 2002 revenue requirement, that is relevant to the Commission’s consideration of the reasonableness
of SFPP’s rates.

' Resolution 0-0043 at 7.



proceeding (C. 97-04-025) other than A. 03-02-027." Specifically, Resolution O-0043 sets forth
the basis for evaluating the reasonableness of electricity surcharges collected since October 24,
2002. If the Commission determines that SFPP did not collect revenues in excess of its
reasonable 2003 TY cost of service during the period from October, 2002 to December, 2004, as
SFPP believes to be the case, then there will be no refund of any portion of electricity surcharge
revenues collected. If the Commission were to determine that SFPP overcollected its 2003 TY
cost of service by $6 million or less, SFPP would be required to refund the appropriate portion of
$6 million in annual electricity surcharges collected between October, 2002 and December,
2004.

The scope of the present proceeding, A. 03-02-027 with respect to potential
refunds could not have been more clearly stated than in the ALJ Scoping Memo dated June 26,
2003:

The scope of the present proceeding, A. 03-02-027, will be limited to whether

SFEPP should be permitted an electricity surcharge.'

2) Electricity Surcharge Issues

CCUV fails to provide even a shred of evidence demonstrating the
unreasonableness of the forecast of increased electricity costs set forth by Advice Letter 14 in
support of SFPP’s electricity surcharge. CCUV’s challenge to the validity of the electricity

surcharge does not reflect any evidence that SFPP did not experience significant increases in

"' Resolution 0-0043 at 8.

'2 While potential refunds related to Watson Station and Sepulveda are beyond the scope of A. 03-02-027,
SFPP recognizes that pending matters related to Watson Station and Sepulveda have been consolidated
with A. 03-02-027. Accordingly, in view of the consolidated record, if the Commission were to
determine that SFPP overcollected its 2003 TY cost of service by more than $6 million and if the
Commission were further to determine that there should be separate, cost-based (rather than market-
based) rates for Watson Station and Sepulveda, then SFPP could be required to refund (for a time period
to be determined) some or all of the difference between the rate charged and a cost-based rate.



power costs as forecasted in Advice Letter 14. Rather, CCUV’s protest against the electricity
surcharge rest solely on the spurious argument that the reasons for SFPP’s increase in power
costs ended up being different than the reasons initially set forth and anticipated by SFPP in
Advice Letter 14.

The evidence of record shows that SFPP’s power costs, whether incurred as a
bundled customer or a Direct Access customer, did increase by amounts entirely consistent with
level of power cost increases forecasted by Advice Letter 14. Direct Access customers were not
immunized from the substantial increases in electricity experienced by all Californians as a result
of the energy crisis."?

While CCUYV focuses exclusively on the fact that SFPP switched from bundled
service to direct access service, it provides no evidence whatsoever that the switch in customer
status caused SFPP to experience power cost increases materially different from those forecasted
by Advice Letter 14. Indeed, the only evidence of record in this regard clearly demonstrates that,
irrespective of SFPP’s status as a bundled service customer or a Direct Access customer, the 59
percent power cost increase anticipated by Advice Letter 14 was entirely reasonable.'*

CCUV’s attempt to elevate form over substance, by arguing that SFPP had a duty
to inform the Commission that its increased power costs were incurred as a Direct Access rather
than bundled customer, is not only contrary to the facts it runs counter to the law. Irrespective of
when SFPP first became liable for payment of the 2.7¢/kWh DA Cost Responsibility Surcharge,
as a consequence of enactment of AB 117, all Direct Access customers, including SFPP, were

ultimately required to remit to the utilities essentially the same total amount of charges that they

" SFPP Concurrent Opening Brief at 13-15.
14
Id.



would have been billed if they had remained bundled utility customers."” SFPP did, in fact, end
up incurring the increased power costs that Advice Letter 14 anticipated would be experienced
by bundled customers.

3) Rate Base Treatment for the North Line Expansion Project

(a) SPP’s TY 2003 cost of service properly includes $88 million in rate base
associated with the North Line Expansion Project.

CCUV presents no viable theory for excluding the North Line Expansion Project
from the rate base component of SFPP’s TY 2003 cost of service. Resolution O-0043 expressly
anticipated consideration of an estimated year 2003 cost of service for purposes of evaluating the
reasonableness of SFPP’s electric surcharge increase.'® The ALJ Scoping Memo made it quite
clear that the TY 2003 cost of service ultimately adopted by the Commission would be applied
(1) to evaluate the reasonableness of annual electricity surcharges collected by SFPP from
October 24, 2002; and (ii) to establish the reasonable level of SFPP’s rates on a forward-going
basis:

The Commission will determine whether SFPP’s rates are reasonable based on

Test Year 2003 revenue requirement, and that revenue requirement will be

applied to see if the requested electric surcharge rate increase was justified from

the date of its imposition by Resolution O-0043 until the adoption of test year

2003 rates. (emphasis added).

CCUV grasps at straws when it suggests that SFPP mischaracterizes the scope of
the proceeding by asserting that the respective references in Resolution O-0043 and the ALJ

Scoping Memo to “estimated year 2003 cost of service” and “test year 2003 rates” quite clearly

embrace time periods beyond 2003."” SFPP’s position, rather than being “self-serving” as

5 1d. at 16.
16 Resolution O-0043 at 7.
7 CCUV Initial Brief at 54.

10



suggested by CCUYV, is supported, if not mandated, by California law.

The test period for the subject proceeding is indisputably Year 2003. Test period
results will not only be used to evaluate the reasonableness of past SFPP electricity surcharges
but will also be applied to establish reasonable rate levels for SFPP on a forward-going basis. In
Pacific Telephone and Telegraph Company v. Public Utilities Commission, (1965) 62 Cal.2d
634, the California Supreme Court established that test period results properly reflect costs and
conditions expected to occur during the twelve months of the test year (2003) as well as

reasonably anticipated changes in gross revenues, expenses or other conditions, which do not

necessarily obtain throughout the twelve months of the test period but which are reasonably

expected to prevail during the future period.

While some portion of the $88 million in costs associated with SFPP’s North Line
Expansion was not to be incurred in calendar year 2003, it was reasonably anticipated that all of
such costs would be incurred by the end of 2004."% As such, the law is quite clear that SFPP’s
TY 2003 rate base should properly reflect North Line Expansion costs in their entirety. The
uncontroverted evidence of record shows that planning and construction of the North Line
Expansion was underway in 2003, with every reasonable expectation that the project would be
completed in 2004.

CCUV’s attempt to distinguish the subject situation from that addressed in Pacific
Telephone is unalvaliling.19 As was exactly the case in Pacific Telephone, the Commission, in the

subject proceeding, will be evaluating test year results for purposes of reviewing the

'® The witness for Indicated Shippers presented no facts contesting the validity of either the forecasted
project completion date or the project’s estimated cost of $88 million. Rather, his basis for characterizing
the North Line Expansion as “speculative” involved nothing more than the fact that project completion
was, at the time of his testimony, some twelve months’ in the future. (See Tr. Vol. 4; O’Loughlin at 470-
471).

' CCUV Initial Brief at 55.

11



reasonableness of existing rates and establishing future or forward-looking rates.

In what amounts to an implicit concession that SFPP’s proposed, full rate base
treatment of the North Line Expansion Project is correct, CCUV resorts to a fall-back position
that would have the Commission only allow $65.2 million or 62% of the claimed North Line
expansion rate base of $88 million.”” CCUV has no valid factual, legal, or policy reason for
supporting its arbitrary recommendation. The Commission’s determination of amounts properly
included in SFPP’s TY 2003 rate base is governed by Pacific Telephone rather than by a
subsequent rate increase filing, as suggested by CCUV. Matters at issue in A. 04-11-017, in
which SFPP seeks to justify a $9 million rate increase (as of December, 2004) based upon a
forecast showing that it is underearning its cost of service by $14.3 million, simply are not
pertinent to the Commission’s resolution of SFPP’s TY 2003 cost of service. SFPP fully
recognizes that the Commission’s ultimate determination of SFPP’s TY 2003 cost of service will
necessarily be relevant to the Commission’s subsequent review and consideration of A. 04-11-
017. SFPP also understand that, to the extent that A. 04-11-017 involves an increase in revenue
requirement above the Commission’s adopted TY 2003 revenue requirement for SFPP, any
portion of North Line Expansion Project rate base that is properly included in the Commission’s
adopted TY 2003 cost of service cannot be used by SFPP to justify any incremental revenue
requirement at issue in A. 04-11-017. There is, however, neither need nor justification for
Commission adoption of CCUV’s recommendation to only include $65.2 million of North Line

Expansion costs in SFPP’s TY 2003 rate base.”'

*Id. at 58.

*! CCUV will have every opportunity in A. 04-11-017 to litigate the issue of whether any portion of rate
base associated with the North Line Expansion is arguably being double-counted for purposes of
evaluating and establishing SFPP’s TY 2003 rates in A. 03-02027 and justifying the $9 million rate
increase at issue in A. 04-11-017.

12



(b) There is no merit to CCUV’s criticism of SFPP’s proposed TY 2003 rate
base adjustments.

In addition to the unwarranted effort to exclude the North Line Expansion from
SFPP’s Test Year 2003 rate base on the patently false ground that it is too speculative, CCUV
advances certain technical, albeit incorrect, criticisms of SFPP’s proposed rate base adjustments
as they relate to the North Line Expansion. CCUV complains that SFPP has proposed to add the
North Line Expansion to its Test Year 2003 rate base while failing “to match a full year of major
carrier additions with a full year of accrued depreciation.”” Even if one were to agree with
CCUV that an additional year of depreciation should be deducted from rate base to coincide with
the then- anticipated 2004 in-service date of the North Line Expansion, the appropriate
adjustment then would be to do just that — reduce rate base for another year of depreciation rather
than use this alleged “failure” as an excuse to eliminate the North Line expansion altogether
from the test year

However, including another year of depreciation is not an appropriate adjustment,
as SFPP’s witness explained during cross-examination, because it would create an “Estimated
2004” cost of service while the Commission’s Resolution expressly required an “Estimated

2003” cost of service.?

CCUV fails to understand that in test year ratemaking there is crucial
difference between properly adjusting the test year forecast to reflect a new category of costs not
incurred in the test period but reasonably expected to be incurred within the immediate months
beyond the test period as opposed to improperly reflecting, as CCUV suggests, twenty-four,

rather than twelve, months of the same category of expense( e.g. depreciation) in the test year

period.

22 CCUV Initial Brief at 53-55.
2 Tr. Vol. 3; Turner at 336.
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SFPP’s witness further explained that in developing rate base for the Test Year
2003, he included the 2003 budgeted capital projects, which includes funds for the North Line
Expansion project — the only 2003 project slated to be completed in 2004 — rather than a whole-
sale inclusion of 2003 and 2004 capital budgeted projects.24 Indeed, had SFPP’s witness
prepared a rate base through 2004 as CCUV claims he should have, then he simply would have
been subject to criticism for violating the requirements of the Resolution O-0043 to develop an
“Estimated 2003 cost of service and for double counting the same category of expense.

) Federal Income Tax Allowance

(a) Fairness as well as other policy and legal considerations require continued
inclusion of a full tax allowance in SFPP’s cost of service.

D. 99-06-093 (the “Rehearing Decision) issued in C. 97-04-025 succinctly frames
the tax issues requiring further consideration: (i) whether the Commission should adopt the
approach endorsed by FERC in Lakehead Pipeline Co. (1996) 75 F.E.R.C. | 61,181 of looking to
the tax situations of the owners of a limited partnership rather than imputing a tax allowance at
the corporate rate; and (ii) whether alternative approaches to tax allowances for limited
partnerships, including the FERC approach, are consistent with the Southern Cal. Gas line of
cases.”

Given that the Lakehead approach has been found to be legally deficient and is no
longer endorsed by the FERC, the one alternative to a full tax allowance identified in the
Rehearing Decision, i.e. Lakehead treatment, has been effectively eliminated from Commission
consideration. The Rehearing Decision further demonstrates that complete elimination of the tax

allowance for SFPP, as proposed by CCUYV is not one of the alternative approaches worthy of

2 Id., at 331-332.
2 CPUC Decision 99-06-093, 1999 Cal. PUC LEXIS 442.
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Commission consideration.

In D. 99-06-093, the Commission expressly dismissed the same, simplistic
argument repeatedly advanced by CCUV asserting that SFPP is not entitled to a tax allowance
because it does not itself pay income taxes. First, the Commission acknowledged that tax
allowances for utility partnerships are permissible under the Southern Cal. Gas line of cases,
recognizing that the key factor is whether utility distributions to their investors are ultimately
subject to taxation and not whether or what amount of taxes are paid by the utility itself:

Contrary to the [complainants’] claims, we do not believe the
relevant cases prevent this result. In Income Tax Expenses for
Ratemaking Purposes (1984) 15 Cal.P.U.C.2d 42, we adopted a similar
approach for utilities filing consolidated returns with non-utilities. In such
cases, the utility’s actual tax was affected by the performance of affiliate
entities. We determined the correct approach was to assume that the
utility would pay tax on a stand-alone basis and use that amount of tax to
set rates. We rejected the contention that the allowance for income tax be
determined using the best estimate of tax actually paid. (15 Cal.P.U.C.2d
49.) The key factor in the court cases appears to be the effect of tax
consequences on the rate of return. Where tax consequences have the
effect of reducing the rate of return, it may well be permissible to raise
that return.*

Secondly, the Commission specifically rejected the sole premise of CCUV’s tax
disallowance argument, i.e. that SFPP is not entitled to a tax allowance simply because it does
not itself pay income taxes. The Commission has made it quite clear that the fact that SFPP
itself does not pay income taxes is not even necessarily relevant to the determination of the level
of tax allowance to which SFPP is entitled, much less determinative of SFPP’s right to any such
tax allowance:

SFPP itself does not in fact pay tax on the income it generates.
This is because SFPP is organized as a limited partnership. [footnote
omitted] However, this does not mean that income generated by SFPP is
tax-free. The income SFPP generates is taxable in the hands of SFPP’s
owners, reg